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One of the units opened in 
fiscal 1968, shown here, was a 
24,000 square foot store in 
Beverly Hills, California. 

This store was developed 
as a show place and as a 
model for the Thrifty store 
of the future. 

It is planned that over 
twenty-five stores will be 
opened in the year ending 
August 31,1969 — twenty - 
two were opened in the year 
covered by this rejxirt. 

During the past nine years 
Thrifty opened 203 stores, 
almost two-thirds of the total 
number of stores operative 
at August 31,1968. 












HIGHLIGHTS OF THE YEAR 


NET SALES. 

INCOME BEFORE FEDERAL INCOME TAXES . 
NET INCOME AFTER TAXES . 

COST OF FEDERAL INCOME TAX SURCHARGE 

EARNINGS PER SHARE. 

COMMON SHARES OUTSTANDING 


Millions 
of Dollars 
*290 


SALES 


For Year Ended 
August 31, 1968 

For Year Ended 
August 31,1967 

$279,682,000 

$255,107,000 

13,136,000 

12,013,000 

6,467,000 

6,335,000 

423,000 

— 

$1.39 

$1.36 

4,663,414 

4,656,814 
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EARNINGS AND DIVIDENDS PER SHARE 


Earnings per share 


Dividends per share 


« .80 
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THRIFTY DRUG STORES CO. INC. 


LETTER TO SHAREHOLDERS 


During the fiscal year which ended August 31, 
1968, sales of Thrifty Drug Stores Co. Inc. con¬ 
tinued to break all previous records. Sales reached 
a new high of $279,682,000 compared with 
$255,107,000 the previous year, an increase of 
$24,575,000, or 9.63%. This new sales record 
represents the 39th consecutive year in which sales 
have increased over the preceding year. The sales 
of “same stores,” which do not include sales of 
stores opened during the last two fiscal years, 
increased for the 14th consecutive year. 

Consolidated net income before taxes for the 
1968 fiscal year amounted to $13,136,000 com¬ 
pared with $12,013,000 for the previous year, an 
increase of 9.35%. 

Consolidated net income after taxes amounted 
to $6,467,000, compared with $6,335,000 for the 
previous year. Common share earnings were $1.39 
per share compared with $1.36 per share for the 
previous year based respectively on the 4,663,414 
common shares outstanding August 31, 1968, and 
on the 4,656,814 common shares outstanding 
August 31, 1967. 1968 earnings after taxes were 
reduced nine cents per share as a result of the new 
surtax. This improvement in earnings represents 
the 13th year of increased profits out of 14 con¬ 
secutive years. 

November 21, 1968 


Our sales and profits have responded favorably 
to the new discount merchandising policies which 
were adopted in the summer of 1967 and we are 
hopeful that the improving trends recorded in 
fiscal 1968 will be extended into 1969 and suc¬ 
ceeding years. 

During the past fiscal year we opened 22 new 
stores and did not close any units, so that at 
August 31, 1968, we were operating 313 stores; 
five existing stores were completely modernized 
and several were partially remodeled. 

On August 31, 1968, we had commitments on 
47 new locations, including six sites acquired 
by Thrifty Realty Company. Barring unexpected 
developments, 25 new stores, including the Realty 
units, will be opened during Thrifty’s fiscal year 
ending August 31, 1969. 

The company’s Retirement Trust owns 19.3%, 
and members of the Board of Directors, our offi¬ 
cers, executives and their families 23.6% of the 
common shares outstanding. On August 12, 1968, 
we had over 8,500 shareholders in 47 states and 
13 foreign countries. 

We declared and paid dividends of $2,797,000 
on our common shares during fiscal 1968, repre¬ 
senting quarterly payments of 15 cents a share on 
the shares outstanding. 
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In the succeeding pages of this report there are 
comparative consolidated statements showing the 
results of our operations for the past two fiscal 
years, and our financial condition as of August 
31, 1968, and August 31, 1967. The accounts of 
Thrifty Realty Company, a wholly owned sub¬ 
sidiary, are included in the consolidated financial 
statements of Thrifty Drug Stores Co. Inc. We 
have also included separate balance sheets of 
Thrifty Realty Company as of August 31, 1968 
and August 31, 1967, and the related statements 
of income for those years. On page 12 of this 
report you will find a chart showing the growth 
of Thrifty Drug since 1939. 

We appreciate the cooperation and the loyalty 
of everyone associated with and interested in our 
company and we will all continue to exert every 
effort to build an organization which will be noted 
for the high level of its relations with its employees 
and for its attractiveness as an investment for its 
shareholders. 

Respectfully submitted, 

H. H. BORUN LEONARD H. STRAUS 

Chairman of the Board President 







THRIFTY DRUG STORES CO. INC. and Subsidiaries 


ASSETS 


1968 


CURRENT ASSETS: 

Cash . 

Certificates of deposit. 

Accounts receivable. 

Merchandise inventories, at cost, 

not in excess of market. 

Merchandise in transit, at cost . 

Total current assets .... 


$ 6,126,000 
5,100,000 
2,428,000 

55,226,000 

2,318,000 

$ 71,198,000 


PREPAID EXPENSES 


$ 4,911,000 


PROPERTY, PLANT AND EQUIPMENT, 

at cost, less accumulated depreciation 
and amortization: 

Thrifty Drug Stores Co. Inc. (equipment) . 

Thrifty Realty Company (property and plant) . . . . 


$ 7,584,000 
17,474,000 

$ 25,058,000 


$101,167,000 


The accompanying notes are an integral part of these balance sheets. 


1967 

$ 7,919,000 
5,100,000 
2,210,000 

53,961,000 

3,121,000 

$72,311,000 


$ 3,838,000 


$ 7,129,000 
14,346,000 

$21,475,000 


$97,624,000 
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CONSOLIDATED BALANCE SHEETS, August 31,1968 and 1967 


LIABILITIES 

CURRENT LIABILITIES: 

Accounts payable. 

Accrued liabilities. 

Federal income taxes. 

Current maturities of notes payable 
Contracts payable . 

Total current liabilities .... 


1968 

$ 20,446,000 
5,578,000 
1,981,000 
885,000 
269,000 

$ 29,159,000 


1967 

$23,138,000 

5,459,000 

2,403,000 

817,000 

198,000 

$32,015,000 


DEFERRED FEDERAL INCOME TAXES 


$ 600,000 


$ 410,000 


LONG-TERM NOTES PAYABLE, net of 

current maturities shown above (Note 5): 

Thrifty Drug Stores Co. Inc. 

Thrifty Realty Company (secured) .. 


$ 3,350,000 
16,887,000 

$ 20,237,000 


$ 3,866,000 
13,898,000 

$17,764,000 


COMMON STOCK AND SURPLUS: 

Common stock, without par value, 
authorized 6,000,000 shares, 
outstanding 4,663,414 in 1968 and 

4,656,814 in 1967 (Note 2). 

Capital surplus. 

Earned surplus (Note 3) . 


$ 1,257,000 

3,643,000 
46,271,000 
$ 51,171,000 
$101,167,000 


$ 1,255,000 
3,579,000 
42,601,000 

$47,435,000 

$97,624,000 


The accompanying notes are an integral part of these balance sheets. 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF INCOME 
For the Years Ended August 31, 1968 and 1967 



1968 

1967 

REVENUES: 



Sales . 

$279,682,000 

$255,107,000 

Other income . 

517,000 

715,000 


$280,199,000 

$255,822,000 

COSTS AND EXPENSES: 



Cost of goods sold, buying and occupancy. 

$201,251,000 

$183,697,000 

Selling and administration. 

64,371,000 

59,081,000 

Contribution to employees’ retirement plan. 

689,000 

630,000 

Interest income. 

(286,000) 

(467,000) 

Interest expense — 



Thrifty Drug Stores Co. Inc. 

302,000 

312,000 

Thrifty Realty Company. 

736,000 

556,000 


$267,063,000 

$243,809,000 

INCOME BEFORE FEDERAL INCOME TAXES. 

$ 13,136,000 

$ 12,013,000 

PROVISION FOR FEDERAL INCOME TAXES. 

6,669,000 

5,678,000 

NET INCOME . 

$ 6,467,000 

$ 6,335,000 


The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENTS OF SURPLUS 

For the Years Ended August 31, 1968 and 1967 


CAPITAL SURPLUS: 

Balance, beginning of year. 

Add — excess of proceeds over stated value of common 
stock issued under stock option agreements 
(Note 2) . 

Balance, end of year. 


1968 

$ 3,579,000 

64.000 
$ 3,643,000 


1967 

S 3,579,000 


$ 3,579,000 


EARNED SURPLUS: 

Balance, beginning of year . . . 
Add (deduct) — 

Net income.. 

Dividends on common stock 


$42,601,000 

6,467,000 

(2,797.000) 


$39,060,000 

6,335,000 

(2,794,000) 


Balance, end of year (Note 3) 


$46,271,000 


$42,601,000 


The accompanying notes are an integral part of these statements. 
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THRIFTY DRUG STORES CO. INC. and Subsidiaries 


CONSOLIDATED STATEMENTS OF SOURCES AND USES OF FUNDS 

For the Years Ended August 31, 1968 and 1967 



1968 

1967 

SOURCES OF funds: 



Net income. 

$ 6,467,000 

$ 6,335,000 

Depreciation and amortization — 

Thrifty Drug Stores Co. Inc. 

1,236,000 

1,117,000 

Thrifty Realty Company. 

486,000 

402,000 

Addition (reduction) to long-term debt, net — 

Thrifty Drug Stores Co. Inc. 

(516,000) 

(517,000) 

Thrifty Realty Company. 

2,989,000 

3,141,000 

Sale of stock under stock option plan. 

66,000 

— 


$10,728,000 

$10,478,000 

USES OF FUNDS: 



Dividends . 

$ 2,797,000 

$ 2,794,000 

Additions to properties, net — 

Thrifty Drug Stores Co. Inc. 

1,564,000 

1,881,000 

Thrifty Realty Company. 

3,614,000 

4,068,000 

Other. 

1,010,000 

272,000 


$ 8,985,000 

$ 9,015,000 

Increase in working capital. 

$ 1,743,000 

$ 1,463,000 


The accompanying notes are an integral part of these statements. 


8 





























THRIFTY REALTY COMPANY 

BALANCE SHEETS — August 31, 1968 and 1967 


ASSETS 




1968 

1967 

PROPERTY, at cost: 



Building and land improvements. 

$13,988,000 

$12,092,000 

Store fixtures . 

362,000 

362,000 


$14,350,000 

$12,454,000 

Less — Reserves for depreciation and amortization. 

3,488,000 

3,002,000 


$10,862,000 

$ 9,452,000 

Land . 

6,612,000 

4,894,000 


$17,474,000 

$14,346,000 

CASH. 

55 000 

61 000 

ACCOUNTS RECEIVABLE . 

C/C/^W/V 

85,000 

74,000 

PREPAID EXPENSES . 

574,000 

403,000 


$18,188,000 

$14,884,000 

LIABILITIES 



NOTES PAYABLE (Note 5) . 

$17,257,000 

$14,198,000 

CONTRACTS PAYABLE . 

269,000 

198,000 

ACCRUED TAXES, ETC. 

550,000 

386,000 

FEDERAL INCOME TAXES . 

9,000 

4,000 


$18,085,000 

$14,786,000 

CAPITAL STOCK AND SURPLUS: 



Capital stock (authorized, 75,000 shares of $1.00 par 



value, outstanding, 200 shares) and capital surplus ... 

$ 70,000 

$ 70,000 

Earned surplus — 



Balance, beginning of year. 

$ 28,000 

$ 11,000 

Net income . 

5,000 

17,000 

Balance, end of year. 

$ 33,000 

$ 28,000 

Total capital stock and surplus. 

$ 103,000 

$ 98,000 


$18,188,000 

$14,884,000 

The accompanying notes are an integral part of 

these balance sheets 
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THRIFTY REALTY COMPANY 

STATEMENTS OF INCOME — For the Years Ended August 31, 1968 and 1967 


RENTAL AND other income, including $1,465,000 in 1968 
and $1,154,000 in 1967 from Thrifty Drug Stores Co. Inc. 

1968 

$1,758,000 

1967 

$1,432,000 

expenses: 



Interest . 

$ 736,000 

$ 556,000 

Depreciation . 

486,000 

402,000 

Property taxes . 

358,000 

290,000 

Salaries . 

83,000 

83,000 

Insurance . 

12,000 

12,000 

Other. 

73,000 

68,000 

Total expenses. 

$1,748,000 

$1,411,000 

Net income before Federal income taxes. 

$ 10,000 

$ 21,000 

PROVISION FOR FEDERAL INCOME TAXES. 

5,000 

4,000 

Net income. 

$ 5,000 

$ 17,000 


The accompanying notes are an integral part of these statements. 


THRIFTY DRUG STORES CO. INC. and Subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — August 31, 1968 

(1) The consolidated financial statements include the accounts of the company and its wholly owned subsidiaries, 
Borun Bros., Discount Drug Stores, and Thrifty Realty Company. All significant intercompany accounts and transac¬ 
tions have been eliminated. 

(2) At August 31, 1968, 96,800 of the company’s unissued common shares were reserved for sale to certain 
employees under a stock option plan, and options covering 62,200 shares at prices ranging from $11,063 to $19,625 a 
share were outstanding. The outstanding options can be exercised only by a California resident remaining in the 
employ of the companies for at least nine years from the date of issuance for options granted under the plan prior 
to its 1965 revisions or four years and eleven months for options granted under the plan as revised in 1965, except 
in the case of retirement at or after age 65. Options may not be granted for less than 100 percent of fair market value 
at date of grant. 

Transactions during the year are summarized below: 


Shares 

Options outstanding — August 31, 1967 . 63,200 

Deduct — 

Exercised.6,600 

Canceled . 5,700 12,300 

Add — granted . 11,300 

Options outstanding — August 31, 1968 

(including 500 shares exercisable) . 62,200 


(3) Under the terms of the loan agreements, approximately $21,240,000 of the consolidated earned surplus 
balance at August 31, 1968, was restricted against the payment of dividends on and the acquisition of common shares. 

(4) The companies have leases on real and personal property expiring at various dates from 1969 to 1996. The 
rentals payable under these leases are determined on four principal bases: fixed rentals, pereentage-of-sales without 
minimum, percentage-of-sales with required minimum, and percentage-of-sales with minimum payable to prevent 
cancellation. The aggregate annual amounts payable for the year ending August 31, 1969, as fixed rentals, minimum 
rentals, and minimum rentals to prevent cancellation approximate $5,438,000 (excluding $550,000 on leases appli¬ 
cable to stores and restaurants not open at August 31, 1968). 

(5) Notes payable to banks and insurance companies at August 31, 1968, consist of $16,887,000 payable by 
Thrifty Realty Company (secured by deeds of trust and/or assignment of leases) and $3,350,000 by Thrifty Drug 
Stores Co. Inc. These notes are due in installments to 1993 and bear interest at rates ranging from 4 percent to 6 per¬ 
cent, with approximately two-thirds of the principal amount bearing interest of 5.3 percent or less. 
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Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 


To the Board of Directors , 

Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheets of thrifty drug 
stores co. INC. (a California corporation) and subsidiaries as of August 
31, 1968 and 1967, and the related statements of income, surplus and sources 
and uses of funds for the years then ended. We have also examined the balance 
sheets of thrifty realty company (a California corporation), as of August 
31, 1968 and 1967, and the related statements of income for the years then 
ended. Our examinations were made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the financial statements referred to above present fairly 
the financial position of Thrifty Drug Stores Co. Inc. and subsidiaries and of 
Thrifty Realty Company as of August 31, 1968 and 1967, the results of their 
operations and the sources and uses of funds of Thrifty Drug Stores Co. Inc. 
and subsidiaries for the years then ended, in conformity with generally ac¬ 
cepted accounting principles applied on a consistent basis. 

ARTHUR ANDERSEN & CO. 

Los Angeles , California 
October 17,1968 . 
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Year 

Ended 

Aug. 31 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 


THRIFTY DRUG STORES CO. INC. 

SUMMARY OF GROWTH 


Stores in 
Operation 
at End 
of Year 

Sales 

Income 

Before 

Federal 

Tax 

Federal 

Income 

Tax 

Net 

Income 

Earnings 

Per 

Common 

Share 

42 

11,715,000 

490,000 

93,000 

397,000 

.10 

51 

13,034,000 

688,000 

127,000 

561,000 

.14 

54 

14,505,000 

691,000 

166,000 

525,000 

.13 

58 

17,613,000 

898,000 

390,000 

508,000 

.13 

58 

21,492,000 

1,160,000 

678,000 

482,000 

.12 

60 

24,928,000 

1,215,000 

737,000 

478,000 

.12 

62 

26,378,000 

1,496,000 

1,015,000 

481,000 

.12 

64 

33,166,000 

2,064,000 

992,000 

1,072,000 

.26 

72 

39,395,000 

1,703,000 

647,000 

1,056,000 

.25 

78 

43,628,000 

1,843,000 

697,000 

1,146,000 

.27 

81 

45,332,000 

2,041,000 

783,000 

1,258,000 

.30 

85 

45,923,000 

1,503,000 

465,000 

1,038,000 

.24 

94 

51,081,000 

2,227,000 

1,113,000 

1,114,000 

.27 

96 

54,038,000 

961,000 

448,000 

513,000 

.10 

103 

60,571,000 

1,813,000 

929,000 

884,000 

.21 

108 

63,119,000 

1,643,000 

886,000 

757,000 

.17 

114 

66,661,000 

2,010,000 

1,050,000 

960,000 

.23 

123 

74,875,000 

3,300,000 

1,724,000 

1,576,000 

.40 

129 

86,771,000 

4,470,000 

2,375,000 

2,095,000 

.55 

136 

97,712,000 

5,709,000 

2.980,000 

2,729,000 

.73 

145 

115,586,000 

7,900,000 

4,111,000 

3,789,000 

.88 

160 

134,195,000 

8,617,000 

4,470,000 

4,147,000 

.97 

178 

151,857,000 

8,736,000 

4,510,000 

4,226,000 

.99 

196 

170,173,000 

8,923,000 

4,634,000 

4,289,000 

1.01 

215 

189,043,000 

10,023,000 

5,215,000 

4,808,000 

1.13 

238 

210,816,000 

10,748,000 

5,329,000 

5,419,000 

1.19 

255 

226,819,000 

12,226,000 

5,929,000 

6,297,000 

1.34 

272 

243,261,000 

13,821,000 

6,565,000 

7,256,000 

1.56 

291 

255,107,000 

12,013,000 

5,678.000 

6,335,000 

1.36 

313 

279,682,000 

13,136,000 

6,669,000 

6,467,000 

1.39 
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